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 AUDITING STANDARDS BOARD (ASB) MEETING 
January 9-11, 2007  
Houston, TX 
 
MEETING ATTENDANCE  
 
ASB Members 
Harold Monk, Jr., Chair 
Sheila Birch 
Gerald Burns 
Walt Conn   
Tony Costantini 
Bob Dohrer 
George Fritz  
Nick Mastracchio 
Jorge Milo 
Keith Newton   
Pat Piteo  
Doug Prawitt  
George Rippey  
Lisa Ritter  
Diane Rubin 
Darrel Schubert 
Stephanie Westington 
Art Winstead  
Megan Zietsman 
 
AICPA Staff 
Rich Miller, General Counsel 
Chuck Landes, Audit and Attest Standards 
Mike Glynn, Audit and Attest Standards  
Ahava Goldman, Audit and Attest Standards 
Judith Sherinsky, Audit and Attest Standards 
Sharon Walker, Audit and Attest Standards 
Linda Volkert, PCPS Technical Issues Committee 
 
Observers and Guests 
Abe Akresh, Government Accountability Office 
Doug Besch, KPMG  
Julie Anne Dilley, PriceWaterhouseCoopers 
Diane Hardesty, Ernst & Young 
Cheryl Hartfield, PPC 
Maria Manasses, Grant Thornton 
Jan Herringer, BDO  
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CHAIR AND STAFF REPORTS 
 
Mr. Monk and Mr. Landes provided updates on matters relevant to the ASB. 
 
AGENDA ITEMS PRESENTED AT MEETING 
1. Related Parties  
Mr. Fritz, Chair of the Related Parties Task Force (the “Task Force”) led a discussion of 
the significant issues with respect to the latest proposed revisions to the Exposure Draft 
of International Standard on Auditing 550, Related Parties (ISA ED) and how those 
issues relate to the project to develop a proposed Statement on Auditing Standards (SAS) 
that would update AU section 334, Related Parties (AICPA, Professional Standards, vol. 
1)) in harmonization with the proposed ISA. 
 
The IAASB is expected to review and approve for re-exposure a revised draft of 
proposed ISA 550 at its February 2007 meeting. The task force will review the exposure 
draft and bring significant issues to the Board at its May 2007 meeting.  
 
2. Clarity of Standards  
Mr. Fogarty, Chair of the ASB’s Clarity Task Force (the “Task Force”), led the 
discussion regarding the clarity of the ASB’s standards. He provided background to the 
project undertaken by the International Auditing and Assurance Standards Board and 
summarized the discussions of the Board to date.  
At its October 2006 meeting, the ASB agreed that staff should draft a discussion paper to 
be reviewed by the Board at its January 2007 meeting and issued for public comment. 
The objective of the discussion paper is to obtain comments on the following aspects 
regarding the ASB’s clarity project: 
 Creation of objectives and the related authority, including the use of must  
 The format of the standards  
 Whether the ASB should continue to issue individual SASs or move to a 
codification only format.  
The scope of this project would be to review all current AU sections with the objective of 
clarifying the requirements and eliminating unnecessary differences between the 
International Standards on Auditing and the SASs.  
The ASB reviewed the proposed discussion paper and directed the task force to:  
 Include a discussion about how the 10 standards fit within the proposed structure 
and seek input from respondents to whether or not to retain the 10 standards.  
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 Address concerns raised about the language “and by performing other procedures 
that, in the auditor’s judgment, are necessary in the circumstances.”  
 Acknowledge in the paper that the IAASB has undertaken its own clarity project 
and provide detail the ASB’s convergence plan. However, the focus of the 
discussion should be about why this project is important and necessary to the 
ASB.  
 Make it clear that regardless of the format, the Standard includes both the 
application material and the requirements.  
 Use SAS No. 114, The Auditor’s Communication With Those Charged With 
Governance, as the basis for both illustrative formats.  
 Not address the use of must in the discussion paper.  
 Give further consideration to how the proposals would apply if the AICPA moved 
to a codification only process.    
After the Task Force considers the comments and makes the necessary changes to the 
discussion paper, the ASB will meet via conference call with the aim of approving the 
discussion paper for public comment.  
 
3. Statement on Quality Control Standards 
Mr. David Brumbeloe, Chair of the Quality Control Standards Task Force (Task Force), 
led a discussion of changes to the proposed Statement on Quality Control Standards 
(SQCS), A Firm’s System of Quality Control. Proposed changes were made in response 
to comments received and in consideration of a draft clarity version of International 
Standard on Quality Control 1, Quality Control for Firms that Perform Audits and 
Reviews of Historical Financial Information, and Other Assurance and Related Services 
Engagements, prepared by the IAASB task force. The ASB considered the proposed draft 
and directed the task force to:  
o Revise the requirement to establish criteria for an engagement quality control 
review as originally stated, and add that the structure and nature of the firm’s 
practice are important considerations in determining reasonable criteria, and that 
paragraphs 82 through 90 do not apply if the firm has no engagements that meet 
their criteria. 
o Retain the provision permitting self-inspection, based on recognition that self-
monitoring can be effective, as evidenced by peer review findings and acceptance 
by state boards. The reasoning for this decision will be published with the 
issuance of the Standard.  
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o Retain the guidance in paragraph 97 of the Exposure Draft on the inspection cycle 
but not the requirement for each partner to be inspected within a three-year cycle.  
o Consider whether clarification is needed of the extent of a firm’s responsibility for 
obtaining reasonable assurance regarding compliance with professional standards 
for engagements performed by its foreign member firms or offices or by its 
domestic or foreign affiliates when applicable.  
o Revise the definitions of engagement quality control review and engagement team 
to eliminate circular reference. 
o Consider whether to retain guidance on situations where the auditor is appointed 
and cannot decline the engagement.   
o Retain the presumptively mandatory requirements in paragraphs 37 and 65 of the 
Exposure Draft. 
o Delete the reference to the objectivity of the engagement quality control reviewer 
in paragraph 86 as repetitious with paragraph 88. 
o Consider the necessity of the presumptively mandatory requirements in paragraph 
92 of the Exposure Draft. 
o Change the effective date to January 1, 2009.  
o Make certain other editorial changes. 
The task force will present a revised draft to the ASB in May 2007.  The task force will 
prepare an updated Practice Aid to be published in the fall. 
 
4. Proposed SAS, Quality Control for Audits of Historical Financial 
Information 
Mr. David Brumbeloe, Chair of the Quality Control Standards Task Force (Task Force), 
led a discussion of the proposed Statement on Auditing Standards, Quality Control for 
Audits. The Task Force used proposed redrafted ISA 220, Quality Control for Audits of 
Historical Financial Statements, as the basis for drafting the proposed SAS. However, 
where the proposed redrafted ISA 220 is inconsistent with the proposed SQCS, A Firm’s 
System of Quality Control (see Agenda Item 2), the proposed SAS was drafted to be 
consistent with the proposed SQCS. 
The ASB considered the proposed draft and directed the task force to reconsider its 
approach to convergence with ISA 220. Suggested approaches were to incorporate what 
is in the proposed SQCS by reference and add i) incremental responsibilities of the 
auditor in addition to reliance on the firm’s system of quality control or ii) incremental 
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requirements not found in the proposed SQCS or elsewhere in generally accepted 
auditing standards. 
The task force expects to present a revised draft to the ASB in May 2007. 
5. Management Representations 
Mr. Keith Newton, Chair of the ASB Management Representations Task Force, led the 
discussion of the proposed Statement on Auditing Standards, Management 
Representations. 
The ASB considered the proposed draft and directed the task force to: 
o Prepare an amendment to SAS No. 59, The Auditor’s Consideration of an Entity’s 
Ability to Continue as a Going Concern, to require a specific written 
representation from management regarding its plans for future action when events 
or conditions have been identified which may cast significant doubt on the 
entity’s ability to continue as a going concern. 
o Revise or add various examples throughout the draft. 
o Consider whether the concept of “the premises relating to management’s 
responsibilities” is necessary to include in the standard in the US, and if so, 
consider alternative wording, including a reference to AU section 110. 
o Make the language in the body of the standard and in the example letter consistent 
with each other.  
o Add guidance on dating of specific representations. 
o Consider stating that threshold amounts are not the same as inconsequential 
amounts 
o Clarify that an updating representations letter applies only to changes to previous 
representations as they relate to previous periods. 
o Consider whether considerations specific to governmental entities should be 
included in the standard 
o Make certain editorial changes 
The task force plans to present a revised draft to the ASB at its May 2007 meeting. 
6.  Required Supplementary Information and Supplementary Information 
Mr. Glynn, staff liaison to the Required Supplementary Information/Supplementary 
Information Task Force (the “Task Force”) led a discussion of the issues with respect to 
existing auditing literature regarding required supplementary information (RSI) and 
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supplementary information (SI) and how such literature may be revised to be more 
responsive to the needs of practitioners and third-party users of audited financial 
statements.   
 
The ASB discussed the issues raised by the Task Force and concluded that there are 
alternatives to addressing the issues without amending AU section 550, Other 
Information in Documents Containing Audited Financial Statements (AICPA, 
Professional Standards, vol. 1). One potential solution would be to require the accountant 
to report when an accounting standard setter requires information to be included in order 
for the financial statements to be prepared in accordance with generally accepted 
accounting principles (GAAP).  The ASB identified “layers of GAAP” as follows: 
 
 GAAP core - the basic financial statements 
 Outer layer of GAAP – RSI 
 Outside - SI 
 
The ASB stated that the reporting responsibilities should be different for each layer. 
 
Additionally, the ASB directed the Task Force to develop best practices for auditing RSI 
and consider whether the requirements in AU section 558, Required Supplementary 
Information (AICPA, Professional Standards, vol. 1) should be expanded.   
 
The Task Force will commence working on a draft proposed SAS for discussion by the 
ASB at its May 2007 meeting. 
 
7.  Adjournment 
The meeting adjourned at 12:00 pm on Thursday January 11, 2007. The next meeting is 
May 15-17, 2007 in New York, NY. 
 
